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Directors’ Report to the Shareholders 


During 1978 the problems of slow growth and inflation 
continued to plague the Canadian economy in general 
and the construction industry in particular. The 
construction situation was made worse by lengthy 
strikes that occurred in most of the provinces, 
although the resulting settlements were generally 
more reasonable than those arrived at for some time. 
The federal government’s mid-year announcement of 
a programme to cut back on capital expenditures was a 
damper on the Company’s market and the effects of 
this move will be felt in 1979. 


Financial 

The Company’s consolidated revenue for 1978 was 
$88,774,000 compared with $83,740,000 last year andit 
suffered a consolidated loss after provision for 
recovery of taxes of $1,373,000 for the year 1978 
compared with a loss of $776,000 in 1977. 


The Company’s heavy construction operations in 
Canada and overseas produced a satisfactory profit in 
1978 but the domestic building construction activities 
operated ata small loss as a result mainly of the strikes 
that took place across the country. The major causes 
for the consolidated loss incurred in 1978 were 
provisions amounting to $1,495,000 that have been 
taken for an account receivable ($241,000), for an 
investment ina joint venture ($404,000), and for certain 
claims and possible legal suits ($850,000). In addition 
the Company suffered a loss of $348,000 from the 
operations of its two real estate properties during the 
year. 


In 1978 the Company received income tax re- 
assessments in connection with activities during the 
years 1964 through 1968 of a wholly owned subsidiary, 
Frontier Construction Ltd. An objection has been filed 
to these re-assessments which have had the effects of 
reducing the shareholders’ equity by $697,000 during 
the year. 


Provisions for investments, receivables, claims and 
legal suits 


Cryogenics 

The Company has reduced to a nominal amount the 
value in its books of its investment in the Foundation- 
Cryogenic joint venture by $404,000. This joint 
venture, which was formed to undertake research ata 
time when the Company was still involved in 
consulting engineering, has spent about $1.4 million to 
date, including $726,000 received from the develop- 
ment under the P.A.I.T. and 1.R.D.I.A. programmes, on 
the development of a pipeline system for transporting 
low temperature liquified gas. No significant 
expenditures have been incurred on this project since 
1976, and efforts. are continuing to find a suitable 
partner to see the project through to commercial 
exploitation. 


Account Receivable 

A provision of $241,000 has been taken in the 1978 
financial statements to write off an account receivable 
due from First City Developments Ltd. A provision of 
$240,000 was taken in the 1977 statements in 
connection with the same receivable. Legal action has 
been instituted against First City Developments and 
people associated with it to recover the sums owed to 
the Company. 


Claims and legal suits 

Because of the nature of the Company’s business, 
there are always at any given time a number of claims 
outstanding that are being made either by the 
Company against others or else by others against the 
Company. Such claims are at various stages, with 
some still being negotiated, some possible under 
arbitration and others before the courts. In order to 
provide for the possible financial effects on the 
Company of the claims it has against others and of the - 
legal suits under way, a provision of $850,000 has been 
taken in the 1978 financial statements. It is possible 
that the net financial cost of these claims and legal 
suits may turn out to be less than this provision, but 
management believes that the costs should not be 
more. 


General Engineering and Construction Services 


_ The Company’s revenue from its general engineering 


and construction services division amounted to $29 
million in 1978 compared with $30 million last year. 
The tempo of work picked up on the Wolsung | 6(00 MW 
Candu Power Reactor facility being built in Korea for 
the Korean Electric Company. The Company is 
executing a construction management contract for 
Atomic Energy of Canada Limited in a joint venture 
with Canatom Ltd. under the name of Nuclear 
Construction Managers. Work on this important 
project in Korea will continue through 1981 and 
Nuclear Construction Managers is aggressively 
pursuing other assignments. 


Work on the 600 MW Candu nuclear generating station 
at Point Lepreau for the New Brunswick Electric Power 
Commission continued all year, albeit at a reduced 
level. The Company’s work on this project will finish in 
1979. 


In Peru work on the $400 million Majes water diversion 
and irrigation project continued at a vigorous rate all 
year. Although crises in the general state of the 
Peruvian economy and consequent temporary 
shortages of local funding from the Peruvian 
government have repeatedly created problems, these 
difficulties have been successfully overcome in the 
past. Currently funding is secure for the year 1979 and 
efforts are continuing to secure the necessary funds to 
see this project through to completion. 


During the year a consortium known as SISACO, of 
which the Company’s subsidiary, Foundation 
International Ltd., is a partner, was awarded a $100 
million contract by the Tunisian government for the 
construction of a flood control project at Sidi Saad in 
Tunisia. By the year end, work on the site was well 
underway and about $8 million of Canada equipment 
had been purchased by the Company and shipped to 
the site. 


Building Construction 

The Building Construction division billings during the 
year amounted to $58 million compared with $50 
million the previous year. The Company’s backlog of 
building construction work at year end was $72 million 
compared with $26 million at the end of 1977. 


In British Columbia, where no new contracts were 
won in 1977, the Company was awarded a contract for 
a $12 million office-apartment-commercial complex. 
In Alberta work went ahead on several major projects 
including the CP hotel at the Calgary International 
Airport, the $12 million Edmonton Correction Centre, 
the $22 million Child Health Care Hospital in Calgary, 
the $16 million Forensic Hospital in Edmonton and the 
$8 million Lynwood Hospital, also in Edmonton. 
Unfortunately, a significant loss was incurred on the 
Edmonton Correction Centre mainly as a result of 
numerous changes that were instituted by the owner 
during construction. 


Institutional building activity was slowin Manitobaasa 
result of the provincial government’s cut back on 
capital expenditures. In view of the losses incurred in 
Manitoba during the past two years and the general 
construction outlook, the Winnipeg office will be 
closed in 1979. 

The Ontario division was awarded an $8 million 
contract for a complex in Hornepayne. During the year 
work on a mail sorting plant in Kitchener was 
completed. In the Maritimes the contract for an $8 
million training and operation centre at the 
Greenwood, N.S. military base progressed well in spite 
of a lengthy strike of electricians. A number of smaller 
marine jobs were also handled successfully by the 
Halifax office. 


The strikes of various construction trades that 
occurred in virtually all the provinces during the year 
contributed to the losses that were experienced ona 
number of major jobs particularly in Alberta. Building 
construction operations were not profitable in 1978 
with the exception of the Maritimes. Operations in 
Manitoba and Alberta were particularly disappointing. 


A.D. Ross 
A.D. Ross and Company Ltd., the Company’s wholly 
owned subsidiary involved in electrical and 


mechanical work, devoted most of its energies to 
administering and coordinating the work for the 
Wolsung | Candu project in Korea. Some of the 
Company’s personnel were also active with Janin 
Construction Ltd. working on a $25 million electrical 
and mechanical contract in connection with the LG-2 
power house at James Bay. A.D. Ross staff was 
involved in preparing proposals to a number of 
potential clients. 


Real Estate 

The Company’s losses from its two real estate 
operations, Place Radisson in Hull, Quebec, and 
Mackenzie Place in Hay River, N.W.T. amounted to 
$348,000 during the year compared with a loss of 
$778,000 in 1977. Place Radisson, which is leased to 
Janin Construction Ltd., suffered a severe drop in 
occupancy during the year; it went from 83 percent at 
the beginning of the year to67 percent at yearend. The 
situation at the 107 unit Mackenzie Place improved in 
1978 asa result of leasing 32 units to the government of 
the Northwest Territories. These are the first leases 
that have been signed with the government since the 
completion of the building in 1975. The Company is 
trying to sell Mackenzie Place. 


Personnel 

The Directors would like to take this opportunity to 
thank the employees of the Foundation Group of 
Companies for their continued dedication and hard 
work. In particular the efforts of those employees and 
their families who are overseas in Peru, Korea and 
North Africa are particularly appreciated. 


The return to profitable operations was not achieved in 
1978 although progress was made inanumber of areas 
such as the reduction of bank borrowings. The 
sizeable tax assessments and the provisions that had 
to be taken in 1978 statements plus the impact of 
strikes on the domestic construction operations were 
the cause for the unsatisfactory financial results. But in 
spite of these difficulties the Foundation Group 
continued in 1978 its long tradition of carrying out 
complex projects to the satisfaction of its customers. 
The programme that is underway to get the Group’s 
operations back on a profitable basis is being pursued 
vigourously and hopefully it will yield results in 1979. 


On behalf of the Board: 


poe 


¢ 


President and Chief Executive Officer 


Consolidated Balance Sheet — December 31, 1978 


December 31 


ASSETS 
1978 
Current assets: 
Term. depositse)t Shey anes o Set een te eee ee nee $ 404,000 
Government bonds at cost which approximates market ............. 92,000 
Trade.accounts receivable. .3.5.. 24. . oss cars eee oe oe te eer eee 17,993,000 
income taxes recoverable 3252.0. 52025 Y. waitin roaster. «sisi sete ee aie Me oie _ 
Investments in joint ventures, net (Note 2) ........ cee eee ce eee 4,734,000 
Gontract costs less progress billings, <<." 20.7. ssc «+ «« sttre enone 3,552,000 
Property constructed held for sale (Note 3) .............c0ccesseee 3,668,000 
Prepaid expenses, deposits and other assets .................-ee eee 213,000 
30,656,000 
Fixed assets, at cost: 
Lain 82 De Pa ee 1 eee er clae ante oreo: ee eee 15,000 
Buildings.and improvements” & a2... eee 2 ah eee oo ote ee be 15,000 
Furniture and fixtures Sct. eee eeies cee ee ee aw ener rete 442,000 
Other equipment s2% ct 55448 «9 se eee dee eee Ss ee cee 95,000 
567,000 
Accumulated depreciation’ <u. 32% ac. soos nie aac ais eerie eae 478,000 
89,000 
construction equipment (Nole 7(0)) na. ene ete aera ee milla 205,000 
Leasehold improvements, at cost less amortization $56,000 
(1977 = $49 OOO) a. Gee Peet a atceee 2 a RUE Seed Ie at 47,000 
341,000 
Rental property (NOIG)4) sire ten. ce cereale oo» 2,9 cfavarecoke Beveye oe 15,239,000 
15,580,000 


$46,236,000 


1977 


$ 1,727,000 
92,000 
10,243,000 
78,000 
4,390,000 
4,215,000 
3,707,000 
587,000 


25,039,000 


15,000 
15,000 
432,000 
118,000 


580,000 


447,000 
133,000 


236,000 


46,000 
415,000 


15,433,000 
15,848,000 


$40,887,000 


Canadian Foundation Company Ltd 


LIABILITIES 


Current liabilities: 


MMR aACV ANCES Ct KINOTO2O)) fn. c% a stele os ais dno amiete bce Sieid odie’ o toand 
Accounts payable and accrued liabilities ................. eee eee eee 
Mortgage debt of property held for sale (Note 3) ..............2.05. 
Instalments on long-term debt due within one year ................. 
mEogress billings on Contracts, less.cOstS ........2..65 25 .s eee wees 
Payable to parent and affiliated companies ..................02 eee 
MEMO RAXCS DAV ADICM aoe) ie. os blared da ores Ques be Rea e ie ea ena bane wes 
erceted Income taxesdNOle'6) 962. 6.) oe oe cee ee o's ole bees Sas 6 


BEN ACTIN COOL NOON.) ono race rere + cto ote were ts Ue Dee woth 
BURPOTALY TIMROT OSU oar os crs os ais ees wlatv ie ol anlane slete oia) stern 5s Ss BiEIels lolol tetals 
Shareholders’ equity: 
Capital stock (Note 8) 
Preferred shares — 

Authorized — 855,626% shares par value $20 each, issuable 

in series, of which 165,626% shares have been designated 

6% cumulative redeemable preferred shares Series A 

Issued — 152,824% Series AshareS .......0.c0.ccececercneccnne 


Common shares — 
Authorized — 2,500,000 shares without nominal or par value 
PSSUIEEIE—"b 11 OO OF STAT OS oir ee ve era ert oeeoow cxayelig bate, posi atecs. one 
Parr MEN ATOCICOTICI Lip. teres Sa tre, lana coe aia eA te wall oat t ha oinsesg ataree gues 


Approved by the Board: 


H. F. Gautrin, Director 


M. B. Harding, Director 


. and Subsidiary Companies 


December 31 


1978 


$ 698,000 
17,714,000 
2,769,000 
304,000 
5,252,000 
142,000 
722,000 
335,000 


27,936,000 


11,796,000 


168,000 


3,057,000 


6,092,000 
(2,813,000) 


6,336,000 


$46,236,000 


IRS FATE 


$ 2,989,000 
10,781,000 
2,539,000 
223,000 
3,795,000 
37,000 
1,266,000 
304,000 


21,934,000 
11,014,000 


230,000 


3,057,000 


6,092,000 
(1,440,000) 


7,709,000 


$40,887,000 


Consolidated Statement of Loss 


Gross operating revenue: 
Constructionicontacts >. .0c ac a acetone 2 ele te roe eae 
WOINE VENTURES. Beers ge ce caste teen eae ute eves te rece ee eee keene 
Real estate: operations: -..5o. ee ea i ee ete eee 


Operating profit for the year before taking into account 

the followingmtemsis. 3-3-5. ee ee ores Wuiigaopienmianaaueras 
Income: from InVeStMentS: cs Ges ce ck asec sake cis eet re reer eae 
Interest (iNCOme: 252 sees acc se he hed ae eee ene re ee Rene eee 


Deduct: 
Depreciation and leasehold amortization ....................65- 
Depreciation on real estate properties ............... cece eee eee 
Interest-on' long-term-debt «% tin 05. tas te seer ea ek 
Otherinterest\expensey onesia... oc new lancome etaa eset 
Write-down of investment in joint venture (Note 2(i)) ........... 


Loss before income taxes and minority interest ..................-206- 


Income tax provision (recovery) (Note 6): 
GCUIRGIIL, preteens oo oo iuersiee es eistenes ces eigaleie eieoieasteic ny Saas 
Deferred: «can citotem kta eth eee Me Wan cee Siri hae Canoe ECs 


Minosityzsnaresof |Oss.. in: SUDSIGIANY © seis os 6 Sha ce ots. sonia cists tee 


Net loss for the year ................. SS ienetG oo 6 Soe OREO o USO Oe 


Year ended December 31 


1978 


$61,853,000 
25,301,000 


1,620,000 
$88,774,000 


$ 668,000 
6,000 
121,000 


795,000 


163,000 
240,000 
1,158,000 
562,000 
404,000 


2,527,000 


(1,732,000) 


(328,000) 


31,000 


(297,000) 


(1,435,000) 


62,000 


$ (1,373,000) 


ASTT. 


$50,292,000 
31,827,000 
1,621,000 


$83,740,000 


$ 1,560,000 
5,000 
368,000 


1,933,000 


51,000 
247,000 
1,104,000 
911,000 


2,313,000 


(380,000) 


549,000 


(108,000) 


441,000 


(821,000) 
45,000 


$ (776,000) 


Consolidated Statement of Accumulated Deficit 


Year ended December 31 
1978 1977 


Retained earnings (accumulated deficit) at beginning of year: 


MESO UIOUSIY TODONKCUS eet te renee rete otek a ete eee cnces $ (743,000) $ 3,000 


Adjustment of prior years’ income taxes (Note 6) ............... (697,000) (667,000) 
ONS (AES GIES an SI SS a oe Aa SE arn, a RN ROE a (1,440,000) (664,000) 
Ree OMI CRUIIOUN OAL Mies Diary ic. cir cctren fe raoliele «a auciolse s bicie © ose aysinynaulietepetiniers (1,373,000) (776,000) 
mecuimiuaied- deficit at-end: Of year ii. ws. ced coca eis nec eesleeeds Oaes $ (2,813,000) $ (1,440,000) 


Consolidated Statement of Changes in Financial Position 


Year ended December 31 


1978 1977 
Financial resources were provided by: 
Operations — 
Bie uOSS RO Te uVOal fe siceae occur eigen chokes vacates <5. SR SS $ (1,373,000) $ (776,000) 
Add: Items not affecting working capital — 
Depreciation and leasehold amortization ................... 163,000 51,000 
Depreciation on rental property) 4.6.0). 2a oes ee ow eae ee 192,000 199,000 
Amortization of debenture discount ...................0 00s — 3,000 
MInOritVainterestSaraisoe S54 Feet ses «wes o, «= henna Se eee es (62,000) (45,000) 
293,000 208,000 
(1,080,000) (568,000) 
Long-term debt 1,100,000 — 
Reduction of investments and advances in incorporated joint ventures — 42,000 
EMSDO SAIS ON TIXCG: ASSOIS co Gio ee Hine oeiasas s,s dic wielsin’ y wes Sie owas Com de wr 91,000 341,000 
Minority interests — additional capital ............. 02. eee eee eee eee — 250,000 
111,000 65,000 
Financial resources were used for: 
mana vEneimoilOong-tOrmmGeolirl tine tet ke ed so ace ialed dae eines 318,000 289,000 
Additions to fixed assets and construction equipment ................. 178,000 269,000 
496,000 558,000 
Be arease Al WOKING CAPITAL crc icnsoess ce. cpta aie Seed ois wise EabMy insu oleae hale (385,000) (493,000) 
WVOLKING) Capital at DEGINNING) Of VeANy. cricc emis cites ws os mnie soe eieisies 3,105,000 3,598,000 
Monkimarcapiiawat Onc Of yearn. <.4 ca sc atic eas een» o cctiniein bt sees $ 2,720,000 $ 3,105,000 
Working capital at end of year is represented by: 
GGienitaSSelS mas See ee Sr eee Ee ees e nedsie es tneleG oe $30,656,000 $25,039,000 
POsSMOeUIrelnt HADINUOSM teria ane peice RAEN Wands divas nes cd ee namew es 27,936,000 21,934,000 
$ 2,720,000 $ 3,105,000 


Notes to Consolidated Financial Statements - December 31, 1978 


1. Accounting policies: 


(a) Basis of consolidation - 

The accompanying financial statements include the 
accounts of Canadian Foundation Company Ltd. and 
all its subsidiary companies. A foreign subsidiary hada 
fiscal year ended October 31, 1978 and its accounts are 
included as of that date and have been translated into 
Canadian dollars at the appropriate rates of exchange. 


(b) Recording of contract profits - 


(i) Firm price contracts - Percentage of com- 
pletion method. 


(ii) Management and cost plus fee contracts - 
Fee billing in accordance with terms of contracts. 


(iii) Claims - Expected recovery on outstanding 
claims are taken into account when recording 
contract results. The amount is determined after 
considering the particular circumstances of the 
contract and is based on experience over a long 
period of years. The differences between the 
expected recovery on claims and the amounts 
subsequently realized are recorded in the oper- 
ating results for the year. 


(iv) Losses - Potential losses are provided for in 
full as soon as they become evident. 


2. investments in joint ventures (net): 

Significant joint ventures are - 
(i) | Foundation Cryogenics 
Because of the difficulty in marketing this process, 
the investment has been written down to nominal 
value. 


(ii) | Nuclear Construction Managers 

Nuclear Construction Managers is a joint ven- 
ture in which a subsidiary company has a 50% 
participation and that is executing a construction 
management contract for Atomic Energy of Can- 
ada Limited in connection with the construction 
of a Candu nuclear power plant being built in 
Wolsung, Republic of Korea. 


(iii) Majes Consortium 
A subsidiary company has a 15.8% participation 
in a consortium of five international companies 


(c) Joint ventures - 


Joint ventures are accounted for on the “equity” basis. 
Profits are recorded on the same bases as (b) above. 


(d) Fixed assets - 

Fixed assets are stated at cost. Expenditures on major 
replacements and improvements are capitalized while 
costs of regular maintenance and repairs are expensed 
as incurred. Depreciation (other than rental property 
- Note 4) is provided on the diminishing balance 
method, generally at 20% per annum. Leasehold 
improvements are amortized over the life of the related 
lease. 

Construction equipment comprises the residual value 
of equipment and tools used in the group’s construc- 
tion activities. Residual value is the lower of market 
value or cost less amortization based on the higher of 
80% of rental income charged to individual contracts 
or 30% of net book value. 


(e) Translation of foreign currencies - 

Transactions in foreign currencies are translated into 
Canadian dollars at the approximate rate prevailing at 
the time of the transaction, while assets and liabilities 
in foreign currencies are translated at the rates 
prevailing at December 31. 


which has contracted with the Government of Peru 
to construct an irrigation project through the 
Peruvian Andes. 


Included in the financial statements of this project 
as at December 31, 1978 is a provision for costs 
which might be incurred in the: event ofan 
unplanned termination of the contract. The Gov- 
ernment of Peru has instructed the consortium to 
continue operations as programmed. Because of 
the unlikelihood of an unplanned shutdown, no 
provision has been included in these accounts for 
any costs.in this regard. 


(iv) Sidi Saad Consortium 

A subsidiary company is a 15% participant in a four 
member consortium constructing an irrigation 
dam under contract with the Government of 
Tunisia. 


The Company’s proportionate share of the assets and 
liabilities of all joint ventures is: 


Assets 
Cash and short-term investments ................. 
Accounts receivable, advances and other assets ... 


Liabilities 
Accounts payable, accrued liabilities and advances 
BaMey INIOINEVENTUTES 20... ee cee scien cece wee 


ee ry 


3. Property held for sale: 


This property, an apartment building in Hay River, 


Northwest Territories, was acquired by a subsidiary 
during its construction. The subsidiary has operated 
the building since 1975, while endeavouring to sell it. 
The net operating loss of $224,000 (1977 — $223,000) 
has been included in the consolidated statement of 


Details of this property are: 


Cost - 
Land 
Buildings (including interest of $116,000) 
Furniture and equipment 


eee eee eee eee ee eee eee eee eee eee eee sees ee eeee 
cee eo ee 


CC 


Accumulated: depreciation 23.5 vac... eee oes 


Depreciation policy: 

Building - Sinking fund method at 5% over 40-year 
term. 

Furniture and equipment - Diminishing balance 
method at 25% and 10% respectively. 


Related debt: 
9% first mortgage on land and building 
—Payable in equal monthly instalments of approxi- 


mately $18,000 for principal and interest maturing 
in 2010 
—lInterest arrears at 12% payable in equal monthly 


instalments of approximately $4,000 for principal 
and interest: maturing im1969 0 ne chee » 


eo eee eee eee eee eee e eee eee eee ee ee eeeeeeseoe 


10% second mortgage on land and building payable 
in equal quarterly instalments of $15,000, maturing 
in 1982 


Ce 


» December 31 


1978 1977 

$ 6,102,000 $ 6,173,000 

11,094,000 8,633,000 
$17,196,000 $14,806,000 
$12,462,000 $10,416,000 
$17,196,000 $14,806,000 
$25,301,000 $31,827,000 
$ 2,949,000 $ 2,788,000 


loss for the year. Subsequent to December 31, 1978, an 
affiliated company has undertaken to have the Com- 
pany dispose of the property during 1979 at net book 


value. The agreements in this regard are in the process 


of being finalized. 


December 31 


1978 1977 
$ 100,000 $ 100,000 
3,629,000 3,627,000 
120,000 114,000 
3,849,000 3,841,000 
181,000 134,000 
$3,668,000 $3,707,000 
$2,254,000 $2,254,000 
290,000 e 
2,544,000 2,254,000 
225,000 285,000 
$2,769,000 $2,539,000 


a 


4. Rental property: 

This property, an apartment complex if Hull, Quebec, 
was acquired by a subsidiary during the course of 
construction. During 1977 the subsidiary leased the 
property to an affiliated company with an option to 


The book value of the property is: 


Cost: 
Land). eae ees nb ales ool 5 olatennenren eaieetens arcs 
Building (including interest of $1,713,000) ....... 
Furniture’and equipment: Jono cieae ctemtembes re 


Accumulated Gepreciation 1. ret ae ee cee 


Depreciation policy: 

Buildings - Sinking fund method at 5% over 40-year 
term. 

Furniture and equipment - Diminishing balance 
method at 20%. 

Depreciation of $192,000 (1977 - $199,000) has been 
included in the consolidated statement of loss. 


5. Security for bank advances: 

The Company and its principal subsidiaries have 
issued to its bankers demand debentures as collateral 
security for bank advances. The debentures represent 
a first fixed and specific mortgage and charge on all 


6. Income taxes: 


The Group uses the tax allocation method of ac- 
counting for income taxes. For certain subsidiaries 
potential tax recoveries for the year of $95,000 (1977 - 
$528,000) for losses and other timing differences have 
not been recorded. The cumulative amount of such 
unrecorded potential tax recoveries at December 31, 
1978 is $1,714,000. (1977 $1,619,000). The deferred 
income tax liability which relates mainly to the net of 


purchase. Subsequent to December 31, 1978 this affili- . 
ated company has undertaken to have the Company 
dispose of the property during 1979 at net book value.) 
The agreements in this regard are in the proces 
being finalized. 


December 31 


1978 1977 
$ 642,000 $ 642,000 
14,750,000 14,750,000 
476,000 483,000 
15,868,000 15,875,000 
629,000 442,000 
$15,239,000 $15,433,000 


fixed assets of the Companies not otherwise pledged 
under exisiting bonds or mortgages and a floating 
charge on all other assets. 


it¢ms classified as current assets and current liabilities 
is classified as a current liability. 

During the year and after discussion with Revenue 
Canada, a subsidiary company was re-assessed for the 
1967 and 1968 taxation years which resulted in a prior 
period adjustment of $697,000 (1977 - $667,000). 
Management intends to appeal this re-assessment. 


7. Long-term debt: 


6%4% sinking fund debentures, Series B maturing 
ee oie Pe Heist Siew ccc ob Rik ye Abie oe deo 
10% first mortgage on rental property payable in equal 
monthly instalments of $92,000 including interest, with 
balance payable on September 1, 1981 ............ 
Term loan secured by the rental property maturing 
1983 with interest, at 112% over bank prime rate 


Deduct instalments due within one year ........... 
Long-term debt due beyond one year ............. 


The amounts to be repaid in each of the next five years 
are: 


1979 $ 304,000 
1980 252,000 
1981 10,944,000 
1982 300,000 
1983 300,000 

$12,100,000 


8. Dividend arrears and restrictions: 

(a) No preferred dividends were declared during the 
year and at December 31, 1978 these dividends were in 
arrears by $550,000 (1977 - $367,000). Because divi- 
dends on the preferred shares are more than six 
quarters in arrears, the preferred shareholders are 
entitled to certain rights including the right to receive 
notice of and attend all meetings of shareholders and 
the right to vote separately (one vote per share) and as 
a Class, to elect two directors. 


9. Contingent liabilities, claims and law suits: 

The Company and its subsidiaries are engaged ina 
number of claims and litigation matters resulting from 
construction and consulting contracts. Management 
is of the opinion, after assessing available information, 
that appropriate recognition has been made in the 
accounts for potential liabilities and recoveries and 
that the net outcome of these matters is not expected 
_to require a material adjustment in the accounts of the 
Company or its subsidiaries. The more material items 
are: 


—A subsidiary is negotiating for additional payment 
from the Department of Highways, Province of Brit- 
ish Columbia as a result of problems encountered 
in completing a contract. 

—A subsidiary is negotiating for additional payment 
from the Department of Public Works, Government 
of Canada, for extra work performed, and for recov- 


December 31 


1978 1977 
$ 200,000 $ 400,000 
10,800,000 10,837,000 
1,100,000 = 
12,100,000 11,237,000 
304,000 223,000 
$11,796,000 $11,014,000 


(b) The conditions attaching to the preferred shares 
include a restriction concerning the payment of 
dividends on common shares based on the amount of 
consolidated net tangible assets. In addition, the terms 
of the debentures referred to in Notes 5 and 7 include 
certain restrictions regarding the payment of divi- 
dends. 


ery of costs incurred as a result of problems 

encountered in completion of two contracts. 
—Central Mortgage and Housing Corporation com- 

menced an action in August 1977 against a 


subsidiary for alleged-defects_in design and work- 


manship_in connection with a contract completed 
ine 1973: 

—In April 1977 the Municipality of Burnaby, British 
Columbia commenced an action against a sub- 
sidiary and its bonding company for default and 
breach of contract. 

—Hearings have been concluded in litigation by a sub- 
contractor of a claim for extra costs incurred in 
excavation performed on a contract completed by a 
subsidiary company in New Brunswick. Judgment 
has not been rendered. 


10. Per share results: 
The net loss per common share is as follows: 
Year ended December 31 
1978 1977 
Net loss forthe year | 2 iaia. cscs eres ee ce $(1.30) $(.77) 


The preferred dividends have been taken into account 
in calculating the above amounts per common share. 


11. Remuneration of directors and officers: 
Year ended December 31 


1978 1977 

Number ‘ot directorss see Ne cece ee ee ee ee eee renee 14 15 
Number Of Officerse ec oe re ne eee ereicecest encuentra cca eer ere 9 9 
Number of officers who were also directors ............. cece ence eeeee 3 3 
Remuneration of directors as directors - 

By SUBSIGI@LIES? |..c05 s2 5 oe nation eee eee ee $ 16,000 $ 14,000 
Remuneration of officers as officers - 

By subsidiaries: (o> oc c.cioe ts chteoaecs occnetstoroiete eictacntie: tere mae $269,000 $251,000 


The number and remuneration of directors include 
one past director in both 1978 and 1977. 


The number and remuneration of officers for 1977 in- 
clude three past officers. 


12. Anti-inflation program: 


The Company and its operating subsidiary companies 
were subject to and believe that they have complied 
with, controls on prices, profits, compensation and 


dividends instituted by the Federal Government in the 
Anti-Inflation Act effective October 14, 1975. None of 
these controls apply after December 31, 1978. 


Auditors’ Report 


To the Shareholders of Canadian Foundation Company Ltd.: 


We have examined the consolidated balance sheet of Canadian Foundation Company Ltd. as at December 31, 1978 
_ and the consolidated statements of loss, accumulated deficit and changes in financial position for the year then 
ended. Our examination was made in accordance with generally accepted auditing standards, and accordingly 
included such tests and other procedures as we considered necessary in the circumstances. 


In our opinion, subject to the satisfactory outcome of the matters in progress as described in Notes 9 and 2 (iii) and 
to the realization of book values of the assets mentioned in Notes 3-and-4, these consolidated financial statements 
present fairly the financial position of the Company as at December 31, 1978 and the results of its operations and 
the changes in its financial position for the year then ended in accordance with generally accepted accounting 
principles applied on a basis consistent with that of the preceding year. 


pe WiteKouse f 60, 


Toronto, May 1, 1979 . Chartered Accountants 
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